esw-’^  tmSaSBm 

mi  46  i  PManim 
Sii  m  *1(11  peimoT# 

aftk  w  +is.t  fwl^  . 

4^19.9 

a®?3»vi  *35  rwfiaSfl* 
m  «vk  .  *AA  ntoi^aw 


az^m  31 

H  Gt  e 

*.j.  ft  4 


V  Jm^ytn 

IB 

4  lid  rntJUiMi 

.i'  TOorfi'a 
\  ImaTOtii 


&/i7it.  , 

K*jA 

'-,409  piwrMn,‘,iftair '*.• 
■•io  fTrt!)8'pffi.8fr  S 
M*a  twiixif  7^  m 
-ft*  )<ttrt)aion«t\l3 
4tfSf>  -**  ^I’WNBItlO  ® 
'la*  t«s  tvs  i<u».  • 

41  i  itfv.jpmi0.ff  1 

ttStCJBl'  -49  iWtuMn^.  '"'-f 

?  rf  t  t%rmS.M  ’  '4 

am  l/V,  i,# j.  HmroA,H  yjf..  | 

4?f- 4>iBi^i  ttf 

jD'vai  ,-j#  Pinyw  I ifl  ' 
m-tftdrtit*  rtiwsS^'- -'s 
m  lOA  -tj,*  rvs'fft'i'S*  ^  *• 

«jS  m  ^9  mo^w  ■  ’ 

im  IZtn  1  119  ,fViitH.lJ!8 
17  ti'*  ■)«  PiHAftiOS 
nm  .w>  1 1 1  pfr^i  3»  .  ■ 
m  •sJstC'*.  >np  Htiitetate  ■ '.  , 


P^,*A  ~u  amm 
maim.  -A.4~timm 

^  I  8  -«3  l«W^ 

^  02  Niiii^ 

W  7  Btf>  NrniGdi 

f  «»-.  «(M) 

3S!(!.'  4g.l  Hdrii 
jtftvH  -9.4  HtmlW 

ijss^srsaffij 

4  ts%  -U  NM£(4' 

>49  m  -»4  Nov)>VK 
m  tl  r94  NtmAm' 
iia  .-449'  tso  NMjUyi 
Mir  m  -tfto  i^m 
maik  ~s.i  iip8Mi 


bMk  IM  -48  'ioi«ra 
]M  <304  tei3»0.f 

pmit«  -248  LQtiM 
m  344tr  f  S  LilMfft 

If  a04k  3«  IJ>K0 
|h  as  *53  LmmK 
mm  t6s  lummi4 

n  MM  -79  >Ui^« 
BSftatM  -35  Luteft 


M4P.  41,  llytSiwB  ta  5  5 

34V.  IBI.  ilU  I'lvutfllte  ’ 
3V/.  PJVi  HI.4  PAftjihjt^Bii*  ? 

J>4  r  M  *0 

M/t  Hisiv'  «t.tj  'W  tMg  * 
®9-4{k&  tio.<i  ptitirtWMjJ 
Jr*'^7f  4fs,?  >’nj&«n)Ss4!f'k 
1^,  4111  ^  - 

|K  '.e'/..  i'“Tl 

1S*A  ■4lo'P«W4Ctitt 
‘afi!fc24^  -tiV  fMd&n^W 
m  m  ,44'i  zri^t^isnc:m 
JSJV9  Viaa 

tevsi'aoM  *08  p.A»'!t»7.  ttift  ■% 
■WiSSiST^  .feb  I\,la5h34  44  s  J 
'■444s*a84A  #04  Pcitftiij  ..sjii 


M*!*  *38y,gM 


dt  lt  tf 

)M  'A\:iM 

(liv'd 

HOVJ  S’Od  S  i1 
■1.1  V>l  M'l.'lll 


hatMtiA 


::,i.7S’ia«E3KSSS(!K'-:l 


NOVEMBER  1996  P'; 


r 

(4921? 

y 

Digitized  by  the  Internet  Archive 
in  2018  with  funding  from 
The  McGovern  Foundation 


https://archive.org/details/computerworld1996unse_1 


mt  vt  40h  rvAi  St^L 

-(l.l  WBanMUgM 
nt4ii  lV.v  tib  ftj-air»  faB 
Ilta>r<-|  "4  ('^••JtlMra 

S?!«>  t-IS'i  CYjdtwOtjn 
Wl!  -•*>  f’'-4»(f*<n<U  ■ 
omi  17*  TP-jnit'ejJU,, 

«nii  urt,  *si  ft  Pi^jcnw^  . , 

t.iM  M  ie  i  A-u  I  :a  i 

*Vi  1  00  ^.HO,37 

2<Mi  It  t  nfC'en 
6H”4Vi  HO"-  Pc*vl!»ftS» 
■JOW  ffiV  *35  fWls'/friit 
TO-'w  «sti  *4.4  r<(u-f*ijns 
t3\5  O!*  3  3  PinitfkM 

1-  JB-  >4««!iiliH« 

7  Ir  fi  >nn  I  tK) 

^  I  K  Jiftih  i  Ifi. 

i  !(>*  >I0STWiW4flp  ■■.. 

17  fill  *4fl  l’i«  00  ?»(»■■’ ■ 

n*  *47  PffiDKfiQ 

5  '  *  W  J  ’(» 


Ms»iM095a 

MutlMHnO.O!> 

MntKtbie 


IUeuA 'tM(injlCO.»  5-ffi8M(ifNi 

4«.s  hS!S*6!»  .-••ti  S!  mam 

j9.4  TlmWtM  ■  i.i*.  A  vilklt* 

■*W't»*^»OJO  i,l8,>97-  SW 

?t-'1 

^47  'HWWi.'tBarr  27  ilO'AtOUf 
■isMf’'*£r'-»Hil»»0«  t04  3  SWi  ti.% 

*  .at  BJ  •”■  “OtSta  ,104  4fft«  Brt 
■..•Ml  -  «.»•  %  'WJ  4  t  M 


^  r 

'^C»\  ^  /■ 

13  •>««  ,?4  MBlowOBai  I 

4»  3Gtk^-£*t  ritwWvOaVj 
t»1*  t«fr  *».4  HMAalcir^ 
|I4  t%  «£4S  ^  J 

g*  ijis  ♦wi-Hi»iufte<aa*i:;3 
RAk  M,VJ0L2''ltoeljuiQjB 
4eM2j#  ■»<  tufitkoam  ',i 
»  ^''  *«£  HnwwTliJM'.- 

et<B  IB  -•*«.<  toaoioiigB 

t,0  l4EirMi"4«  ;■ 
HteIK  ..v 

a  >  tss»  '.ta.'.  i-kxwiio.eM.''-’ 

>5  tilt  tiUI  Hpp*0,0/  .■■ 

an  n  U53  .He^ 
2m«»‘uit  Hg4Hn2.ai 
tan  aw  a>ioii  HgtSSr  •  i 
5w/-7.t  HUAMSb  j 
MH  iSak-  *70  tuvijiMtVI  ' 
Ik*  vtn  ft.Q  tM»r»  '  J* 

wskaoik'  os-t£icrtiir>«C% 
Ttn  m  *12.4 

an  sax  •fiA  m  -4 

ton  ton  ii.2  ttakojiMoji-:: 
SStk'ilM  W.7  Houbidsl^l 
sow  !2n  tsk»  iuhav  f ' 
SB*  Mi  -Jos  IkMA  |B«  •  .-S 

an  ,04  1 

a  nvt  Hwwxw 
i$n  40  ,  ,*4.9  1S| 

an*  tan  •  ijua^aaa  c.J 
an  17  f-Uk  tkjoiiiZe  \<| 
t«n  i3  -Bab-HuRMoa  jJ 

Mtt  Jnk.  ,'eA.ti  rVnOlM 

tn  awMo  (i7^»o43v^ 

TK*  '!c| 

-«7  tMOtnoiKa  I 


i!!,nsin  -44  ^WNMAIIH 

O'* 'II  «:  1  Milin(*i|o| 
on  .on  3  7  MifnG«ll3sl 
an  '7  00  NiAiOvOtd 

tr  48«> .  tHS  Njln£t«2;| 
3.S».-  i2 1  •449a'Sfla 
lakliJS,  -S-1  Hrmim  .1 
tiOVi  SOlfe,  to  7  NByrKlBH 
m-  i3n1.|?0  .KmiW  A 
ISn  *135  ^fWinU»-1l 
«'  ion  4,1,  tSwurq  I 
asn  ion  34  Ntivi'wial 
IG«.  (I  04  Nt<w4'ii‘td 

as  ■.:;3na'?| 

SRfnMh  hi  iMJtwiJSa 
lt*Sh  isn^jOa  rtnaBfcJil 
.an^sin  sF  Hanctan 
son  .5;  Mint  IBM 
wn  i3Vt '  0.0  NtrBSMaq 
as  IB  .00  NVQijinaa 
snnsmii-iu>  mncbiM 

9«V«  75  iSI  5 
aan  rovt  453  MnwfiiiojW 
Ssn  im  +7  4  iteklDii  ' 
M  isVi  -|K  tk^rMOjM 
.«!><  3*'m  '*^  3 '  Nw.4(C>0« 
antjonti'o  HiniBNiM 

avt  1  m  «'-  e  Miqiwisod 

?5'.li  I  /'*  <4  1  Nimsijiatl) 
,axB*r)6<.«  *35  WiwiOpMO 
w-kssn  -1(1  MiwOijltS 
V5  n  *C?  N.T«ihf4fS 
1««  *S  -««  MollO 
»!'■  IS  TO  niM|4liC 

icv..  -9.1  )yuf){l<:i.t 
?T'*i  isn  -ts.i  MuiMpiM;. 

34  09  Nicer, I.*f 

j4n.«K'  *3.'  inMioti 
?7>li  tin  raneWSt  , 
aWkneW  -tu/  NjptXlEtDa 

HSM  >S5  W^9,lS 
ttkt  ^  NL-S^I^ 


iBtk  on  40  s  iMBvroor  I 

OM  iBk  ,»4  L^sOSS^I 

LtMlf)  '  I 

4e^s4«i  -ti  LoiimaitTa 
H  2(Hk  -36  UPkOjMI] 

ink  a  «ks  LowtOia  I 
fSIk  Jsv  Ik  a  iiiikukiooel 
S3  ion  7  4  <(.it<«Q7S 
asMapk  -os  (.,*««, I  on  I 
•rn  4!*  *4.»  Ukh  ,*t  m 
7>V/JI>k  tSSB  OikaAMiH 
afetato„-ta 

zjt;  t«ti  Lvamfoa 


ten  t^MaO 
-30  Mmilk 
*t.l  MCN0.B31 
-3k  MCtARrf 
-13  utca^ 
»<2  MlU«t4 

-*|B  MtUaAv 


I  -J  -WM  w.»i,a«  4 

aavt  ton  *179  iCNPiwitaa 
sawak  *fi.i  rifflSKr>f' 
as*  2416  -iA  irSUtAOlC 

a*  22*  -a.s  abdo*^ 
a«  14*  -»i  acnnasC, 

■»  IS*  -?S  JHMM« 

so* 

a*  t4*  *iytH&A9sqo 

KM  s  m  itn-oA) 
a<  t*  4^  RSkAoar' 
83lrO»%**IM  ITTCfi'lfl.at 
a  ISklMit  ITIIat  .  - 

KM  4r!|'4fij»  inHrtnOHOi 

snt  21*  as  iniHkiiifl# 
stnam  i-t.i 
XHt  idrweJO 

m»  a*  f^s  khuasai  • 
a  3tM  -U  WCSrI.iSt-. 
»r  »!  -4s  flPCfiwaSB 


MM  Jl*  *l4.|Mu/i|  ! 
Pn  SW  QC  rau4|i 
Im.  SM  OB  MMosa  i 
»*  fi*  *341  flMT05«i 

M  »*  U  MU»n>M 

KT*  14*  4tS  MFVi.GiSk 
[■7*  M  *2S  WUPirOtf 
K*  Sna  *l2it  MStCAHt 
mas*  *€36  MGMG 
ia<4>-  it*  -B8  MHidiiill. 
jB  IS*  +467  MMCflh&j 
0*  as*  *4B  MSCInn 
Rl*  8*  -SB  WVHsOlsl 
P*.|IVr  *54  Ntacrnn  ' 
njl  IS*'  - 1 3  Mkawvi  tJ 
in  IB*. -14  tUtaaOP 
HRi  11*’  -K6 

Hi  u  -*3u  hmb«»«j 

fti.tr- iiSyi 


i, -r-j.  '.t:  ' 't 


Your  business 
applications  aren't  safe 
anymore.  They  can't  tell  the 
difference  between  the  year 
2000  and  year  1900.  So 
they'll  break  down  when¬ 
ever  this  confusion  arises. 

Unless  you  deal  with 
the  problem  now. 

The  INTERSOLV  Year  2000  Solution 

addresses  the  century  date 
change  quickly  and 
automatically.  It's  made  up 
of  the  DMTERSOLV 

Maintenance  Workbench 
andPVCS  Series. 


This  combination  provides 
you  a  clear  blueprint  for 
change  management.  And 
their  openness  lets  you  use  any 
compiler,  testing  and  debugging 
tool  for  a  complete, 
seamless  approach. 
You  get  unmatched 
control  over  the  entire 
change  process — the  most  critical  component 
to  solving  the  year  2000  crisis. 

Call  today  to  order  or  to  receive  our 
informative  report:  • 

"Celebrating  the  Year  i  INTERSOLV 

2000:  A  Blueprint  for  _  (800)547-4000,  o|rt.6 

Managing  Change.  http://www.intersoiv.com 
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Vanguard's  New  Role:  IT  Leader 


The  mutual  funds  giant  once  dis¬ 
dained  technology  and  saw  Fidelity 
Investments  gain  market  share.  It’s 
since  reversed  course  and  made 
progress,  but  more  work  is  ahead. 
By  Tom  Groenfeldt 
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F5  RENT  A  DATA  WAREHOUSE 

Small  and  medium*size  banks  find 
cost  savings  in  rental  warehouses 
By  Julie  Monahan 
F5  UNCONVENTIONAL  WISDOM 
Never  Big  Enough 
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Wells  Fargo  Stakes 
Out  New  Frontiers 


Small  Fry  Goes  Big 


Time 
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Cupertino  National  takes  on  the  giant  West  Coast  banks  by 
developing  a  niche  market,  servicing  Silicon  Valley  start-ups 
with  sophisticated  IT-driven  financial  services.  By  Tia  OBrien 
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The  California  bank  is  taking  a 
bolder  approach  to  technology, 
enlisting  smart  cards,  an  interac¬ 
tive  Web  site  and  a  host  of  other 
electronics-based  services  to  cut 
costs.  By  Connie  Winkler 
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GRADIENT'S  WcbCrusader 
REVOLUTIONIZE  CUSTOMER  SERVICES 
THROUGH  SECURE  WEB  ACCESS  TO 

NEW  AND  LEGACY  SYSTEWIS. 

Organizations  are  charging  ahead  to  make 
the  World  Wide  Web,  Internets,  and  Interprise 
connections  work  for  them  in  their  day-to-day  busi¬ 
ness  challenges.  By  marrying  mission-critical  applica¬ 
tions  to  the  Web,  financial  services  corporations  can 
develop  and  deploy  secure  distributed  applications 
more  quickly  and  cost-effectively  for  use  by  their 
business  allies  -  central  and  remote  employees,  ven¬ 
dors,  partners,  and  customers. 

Gradient’s  WebCrusader  products  accept 
the  challenges  facing  organizations  offering  financial 
services.  WebCrusader  provides  the  ability  to  define 
access  and  privilege  rights  across  a  common  set  of 
services  on  a  case-by-case  basis.  The  result  is  desk¬ 
top  to  database  security  with  strong  mutual  authenti¬ 
cation,  privacy  and  integrity  of  data  during  transmis¬ 
sion.  WebCrusader  delivers  an  unmatched  level  of 
granularity  in  providing  secure  access  with  high 
availability. 

WebCrusader  implements  a  proven,  indus¬ 
try-standard  middleware  infrastructure  that  enables 
you  to  run  client/server  applications  with  end-to-end 
security  over  the  Web.  Your  organization  can  leverage 
existing  browsers,  databases,  applications,  firewalls, 
and  CGI  scripts  while  dramatically  reducing  the  time 
spent  developing  and  deploying  mission  critical  appli¬ 
cations. 

Join  the  crusade  to  revolutionize  secure 
customer  access  to  financial  services.  Create  your 
own  competitive  advantages.  Call  Gradient 
Technologies  today  at  1-800-525-4343.  E-mail  us 
at  iiifo@gra(lient.coni  or  access  our  home  page 
at:  http://www.gradient.com. 


JOIN  THE  CRUSADE: 
PROVIDE  CUSTOMERS 
SECURE  WEB  ACCESS 
TO  THEIR  FINANCIAL 
ACCOUNTS. 


GRAmENT 


2  Mount  Royal  Avenue,  Marlborough,  MA  01752  Tel:  + 1-508-624-9600  Fax:  -r  1-508-229-0338  URL:  http://www.gradlent.com 

©  1996  all  right  resen/ed.  WebCrusader  is  a  trademark  and  Gradient  a  registered  trademark  of  Gradient  Technologies,  Inc. 

All  olhei'  trademarks  and  registered  trademarks  are  the  properties  of  their  respective  owners. 
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A  REVIEW  OF  FINANCIAL  SERVICES  TECHNOLOGY  AND  BUSINESS  HAPPENINGS 


Rent  a  Data  Warehouse 


Small  and  medium- 
size  banks  find  cost 
savings  in  rental 

warehouses 

iBSprd  the  $2  million 

/  0r  moire  It  takes  to  build  a 

1  ! 

i  data  warehouse?  Fiserv,  Inc., 

\  JQ^^ta  Services  and  All- 

have  a  lower-cost, 
service-bureau-based  solution 
that  is  finding  increasing  in¬ 
terest  among  bankers  from 
small  and  medium-size  insti¬ 
tutions.  About  50  banks 
across  the  country,  including 
Cole  Taylor  Bank  in  Chicago 
($1.8  billion  in  assets)  and 
Omega  Financial  Corp.  in 
State  College,  Pa.  ($1  bil¬ 
lion),  spend  less  than  $1  mil¬ 
lion  a  year  to  glean  pearls  of 
wisdom  from  their  own  files. 
Consultants  estimate  that  up 
to  10%  of  the  $8  billion  ex¬ 


pected  to  be  spent  on  data 
warehouse  development  and 
operation  annually  by  1998 
will  be  flowing  to  out¬ 
sourcers,  as  more  and  more 
companies  realize  the  inher¬ 
ent  costs  and  complexities 
exceed  their  capabilities. 

Dan  Warfel,  Omega’s  execu¬ 
tive  vice  president  and  chief 
financial  officer,  said  renting 
data  warehouse  space  from 
Fiserv  provided  information 
the  bank  was  unable  to  get 
from  its  own  systems.  “Our 
pricing  committee  can  now 
decide  things  like  whether 
they  can  cut  the  yield  on  a 
CD  five  basis  points  and  still 
gain  market  share,”  he  said. 

“It  couldn’t  make  decisions 
like  that  before.” 

Omega  staffers  access  the 
Fiserv  warehouse  via  a  PC. 
Warfel  noted  that  the  out¬ 
sourced  approach  not  only 


provides  valuable  insights 
but  also  saves  money:  The 
bank  cut  two  full-time 
accounting  positions  and 
one  part-time  clerical  posi¬ 
tion,  and  more  reductions  are 
expected.  Omega  spent  less 
than  $250,000  in  the  first 
year  of  using  Fiserv’s  ware¬ 
house,  which  is  built  on  a 
high-end  Hewlett-Packard 
Co.  server  running  an  Oracle 
Corp.  relational  database. 
Warfel  and  other  users  said 
they  are  comfortable  with  the 
database  partitioning  and 
other  security  steps  that  ser¬ 
vice  bureaus  have  adopted  to 
prevent  competitive  informa¬ 
tion  from  leaking  to  other 
data  warehouse  renters. 

Currently,  M&I  and  AllTel 
are  the  market  share  leaders  in 
data  warehouse  outsourcing, 
according  to  Bill  Bradway,  an 
analyst  at  The  Tower  Group 


E-CASH  TO  EAT  PLASTIC 

Business-to-buslness transactions, 

,  ,  „  ^  .  .  BILLIONS  OF  TRAI 

not  retail  shopping  by  consumers, 


Business-to-business  transactions, 
not  retail  shopping  by  consumers, 
will  drive  the  use  of  electronic  cash  in  the 
next  10  years,  according  to  a  new  report 
by  Killen  &  Associates  in  Palo  Alto,  Calif. 
By  the  year  2005,  the  number  of  elec¬ 
tronic  cash  transactions,  including  corpo¬ 
rate  purchasing  cards,  ATM  cards,  elec¬ 
tronic  checks  and  smart  cards,  is 
expected  to  roughly  egual  the  30  billion 
credit-card  uses  recorded  last  year.  Killen 
analysts  said  smart  cards  and  other  forms 
of  electronic  cash  will  mostly  impact 
credit-card  use,  not  diminish  the  amount 
or  frequency  of  currency  use. 


BILLIONS  OF  TRANSACTIONS  PER  YEAR 


1 1995 

2000 

2005 

GLOBAL  CREDIT-CARD 
TRANSACTIONS 


^  U.S.  CREDIT-i 

CARD 

30/^ 

TRANSACTIONS 

14 

21.2 

GLOBAL  ELECTRONIC 
CASH  TRANSACTIONS 


in  Wellesley,  Mass.  “Fiserv  has 
a  more  heterogeneous  set  of 
service  bureau  solutions  than 
M&I  and  AIlTell,  and  that  in 
part  accounts  for  the  differ¬ 
ence,”  he  said. 

Meanwhile,  existing  data 
warehouse  vendors  are  busy 
downsizing  their  offerings  to 
attract  customers.  IBM,  Red 
Brick  Systems,  Inc.  and  other 
vendors  recently  introduced 
data  warehouse  solutions  for 
less  than  $100,000.  And  Cus¬ 
tomer  Insight  Co.  in  Engle¬ 
wood,  Colo.,  recently  un¬ 
veiled  Explore,  a  $75,000 
Microsoft  Corp.  Windows 
NT-based  system  that  is  a  de¬ 
rivative  of  the  Analytix  pack¬ 
age  used  by  many  large  banks. 

-JULIE  MONAHAN 


unconventional 


NEVER  BIG  ENOUGH 
Economies  of  scaie  are  ruthless: 
$100  billion  worth  of  mortgages 
was  considered  a  large  portfolio 
for  banks  in  the  servicing  busi¬ 
ness  only  a  few  years  ago.  How¬ 
ever,  recent  mergers  and  increas¬ 
ingly  expensive  data  center 
operations  will  ratchet  the  defini¬ 
tion  of  a  portfolio  to  $200  billion 
within  a  few  years. 


BECKY  HEAVNER 
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At  just  70”  tall  and  33”  wide, 
it’s  a  little  powerhouse. 


Power  outage?  No  problem. 
It’s  got  battery  backup. 


Open  it  up  and  make 
changes  without  turning  it  off. 
That’s  hot  swapping. 


Surf’s  up.  There’s  no 
additional  charge  for  Internei 
OS/390™  BonusPak  II. 


Cost-efficient  optional 
Internal  Disk  keeps  data 
accessible  and  available. 


One-stop  shopping  with  ESO- 
packaged  hardware,  software, 
services  and  financing. 


___  Save.  Save.  Save. 
Operating  costs  are  low. 


Powerful.  Not  power  hungiy. 


Want  to  run  hot  ncM"  UNIX 


and  client/server  applications?  Go  for  it. 


we  added  a  cool  racing  stripe. 


The  IBM  S/390  Multiprise  2000™  looks  like  it  does  it  all.  But  there  are  a  few  things  it  doesn’t  do. 

It  doesn’t  take  up  much  space,  need  lots  of  pampering  or  require  staff  to  go  hack  to  school. 

It  also  doesn’t  force  you  to  huy  a  hunch  of  new  software.  The  S/390  Multiprise  server  can  handle 
just  about  whatever  you’re  running  now  plus  the  latest  UNIXf  client/server  and  S/390  programs.  Even 
corporatewide  LAN  data  is  a  simple  interface  away.  And  merging  onto  the  superhighway  is  a  hreeze  with 
easy  transitions  to  the  Internet  and  intranet.  Just  sit  hack  and  watch  business  boom.  There’s  an  entire 
family  of  S/390  Multiprise  models  ready  to  make  it  happen. 

What’s  more,  it  doesn’t  consume  all  your  resources:  you’ll  save  up  to  89%  in  floor  space,  95%  in 


*As  compared  to  the  IBM  3090  class  processor.  Savings  may  vary  depending  on  conliguration.  IBM  and  S/390  are  registered  trademarks  and  Multiprise  2000,  OS/390  and  Solutions  for  a  small  planet  are  trademarks  of  International  Business  Machines  Corp. 
UNIX  is  a  registered  trademark  in  the  United  States  and  other  countries  licensed  exclusively  through  X/Open  Company  Limited.  All  other  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  ©  1996  IBM  Corporation. 


Introducing  the  IBM  S/390  Multiprise  2000. 
It’s  just  as  impressive  for  what  it  doesn’t  do. 


energy  costs  and  actually  increase  performance  up  to  40%!  So  forget  special  rooms  and  water  cooling;  the 
S/390  Multiprise  server  can  run  almost  anywhere  there’s  an  outlet.  /Vnd  since  it’s  familiar  and  reliable,  your 
staff  can  concentrate  on  finding  other  ways  to  improve  your  business. 

Our  Entry  Server  Offering  (ESO)  packages  are  a  great  place  to  start,  d’hey  give  you  prtdty  much 
everything  you  need  up  front  at  significant  savings:  hardware,  software,  services,  maintiMiaiK'c  and  {inaii(‘ing. 
Allowing  your  business  to  do  more  for  less,  ’fhe  new  S/39()  Multi[)rise  2000.  II  you  want  to  h(‘  even  more 

impressed,  stop  by  wwvv.s390.ihm.com  or  give  us  a  call  at  _ 

1  800  IBM"2468,  ext.  CA254.  Solutions  for  a  small  iilaiU't  ”  E  ~~~  "" 


"IT'S  TIME  TO  GET 
STERUNG'S 
CONNECT  DATA 
COMMUNICATIONS 
SOFTWARE,  "i 


Can  your  choice  of  communications 
software  for  electronic  payments 
transfers  make  that  big  a  difference? 
You  bet. 

Your  clients  expect  timely,  flawless 
electronic  payments  from  their 
financial  institution.  There’s  simply 
no  excuse  for  a  failed  transfer 
process.  No  tolerance  for  missing 
the  end-of-day  cutoff  for  electronic 
payments. 

Missing  the  cutoff  means  your 
clients’  payments  won’t  be  processed 


until  the  next  business  day.  That  can 
cost  your  client  money.  It  can  cost 
your  bank  its  largest  client. 

That’s  why  most  major  banks  rely  on 
Sterling’s  CONNECT  data  commu¬ 
nications  software.  It’s  fast,  reliable, 
and  secure.  With  CONNECT,  you 
can  be  sure  your  information  is  in 
the  right  place  at  the  right  time. 

No  missed  payments.  No  lost 
customers. 

You  and  your  clients  can’t  afford  less 


than  world  class  communications 
software.  Rely  on  CONNECT. 
Call  today. 

1-800-311-9775 

SIERLING 

J  COMMERCE 

www.stercomm.com 


Vanguard  CIO  Bob  DiStefano,  shown  here  with 
his  team,  claims  IT  accounts  for  one-third  of 
Vanguard's  operating  budget,  reflecting  its 
greater  commitment  to  technological  leadership 


T  LEADER 


The  mutual  funds 
giant  once  disdained 


In  1986,  John  Bogle,  chairman  of  The  Vanguard  Group  of  mutual  funds  and  a 
35-year  veteran  of  the  business,  boasted  to  Forbes  magazine  that  his  company  would 
keep  its  costs  low  by  not  being  a  technology  leader.  Best  known  for  its  index  funds, 
which  invest  in  a  broad  range  of  stocks  or  bonds  according  to  a  predetermined  for¬ 
mula,  Vanguard  had  made  a  religion  of  controlling  costs  to  generate  high  returns. 

However,  archrival  Fidelity  Investments’  glitzy  advertising,  bolder  securities  trad¬ 
ing  and  customer  services  —  aided  by  state-of-the-art  technology  —  gained  market 
share.  It  had  changed  the  rules  of  the  mutual  funds  game  with  specialized  sector  funds 
and  star  stock  pickers  backed  by  tons  of  research  and  front-end  analytics.  Investing 
new  funds  or  switching  money  around  was  easier  than  ever  with  fast  front-end  ac¬ 
cess  through  telephones  and  PCs.  In  response  to  increased  demands  for  improved 

Please  turn  to  next  page 


technology  and  saw 
Fidelity  Investments 
gain  market  share. 

It  then  reversed  course 
and  made  progress^  but 
more  work  is  ahead. 

BY  TOM  GROENFELDT 


MICHAEL  BRYANT 
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Continued  from  page  F9 
customer  service  and  other  technology- 
related  challenges,  Bogle  reversed  course 
in  1992.  Henceforth,  Bogle  told  employ¬ 
ees,  the  nation’s  second-largest  mutual 
funds  group  would  be  among  the  mutu¬ 
al  funds  technology  leaders. 

After  four  years  of  work  and  some  mis¬ 
steps  by  its  foes.  Vanguard’s  rebuilt  tech¬ 
nological  infrastructure  helped  the  firm 
make  strong  gains  in  an  industry  increas¬ 
ingly  dependent  on  technology  for  its  very 
survival.  This  year,  as  key  Fidelity  funds 
lagged  behind  the  markets,  indexing  looks 
smart.  Vanguard’s  share  of  new  investment 
money  rose  from  10%  to  14%,  with  more 
than  $200  billion  under  management, 
while  Fidelity  dropped  from  19%  to  15%, 


according  to  the  scorekeepers  at  Lipper 
Analytical  Services,  Inc.  in  New  York.  Fur¬ 
thermore,  Valley  Forge,  Pa. -based  Van¬ 
guard  was  named  tops  in  investor  service 
by  Financial  World  magazine.  And  Yahoo 
recently  awarded  Vanguard  top  honors  for 
its  World  Wide  Web  site. 

Bob  DiStefano,  Vanguard’s  senior  vice 
president  and  chief  information  officer, 
doesn’t  have  to  suffer  in  the  shadow  of 
Bogle’s  boast  anymore.  When  fund  ac¬ 
counting  moved  onto  SunGard  Data  Sys¬ 
tems,  Inc.’s  Invest  One  system  in  1994- 
’95,  the  last  big  chunk  of  back-office 
infrastructure  was  in  place.  Now  Van¬ 
guard’s  information  technology  teams  are 
having  fun  creating  hot  PC  and  Internet 
systems  for  customers.  Indeed,  DiStefano 
said  the  firm  isn’t  content  to  be  a  techno¬ 
logical  leader  anymore.  It  wants  to  be  at 
the  head  of  the  pack. 

“From  1992  to  1994,  we  didn’t  con¬ 
cern  ourselves  with  being  first.  We  want¬ 


ed  to  be  second  or  third  and  leapfrog  every¬ 
thing  out  there,”  DiStefano  explained. 
“I’m  not  saying  we  have  a  desire  to  be  first 
in  everything  now,  but  in  areas  where  we 
have  a  commitment,  we  will  try  to  be  first.” 

Fortunately  for  Vanguard,  the  econ¬ 
omies  of  scale  that  resulted  from  the  in¬ 
flux  of  investments  provide  the  where¬ 
withal  to  deliver  a  more  aggressive  IT 
strategy.  As  Vanguard’s  share  of  U.S.  mu¬ 
tual  funds  assets  doubled  between  1985 
and  1995,  from  3.3%  to  6.7%,  it  man¬ 
aged  to  continue  its  low-cost  producer 
role  —  its  expense  ratio  for  equity  funds 
is  about  a  third  of  Fidelity’s  rate  (see  chart 
page  FI 2).  Meanwhile,  Vanguard’s  IT 
budget  of  almost  $200  million  gives  it 
the  resources  to  develop  Web-based 


financial  information  systems. 

Getting  to  the  point  of  technological 
bravura  wasn’t  easy,  but  Vanguard  started 
early.  Even  while  Bogle  said  Vanguard 
would  avoid  the  leading  edge  of  technol¬ 
ogy,  the  company  recognized  that  to  con¬ 
trol  its  destiny,  it  had  to  upgrade  its  in¬ 
frastructure  and  bring  major  systems 
in-house.  During  the  past  several  years. 
Vanguard  has  bought  and  significantly 
customized  a  variety  of  commercial  pack¬ 
ages  for  basic  mutual  funds  accounting 
and  customer  service,  replacing  a  host  of 
outsourcing  contracts.  In  many  cases.  Van¬ 
guard  has  had  to  interface  the  applications 
to  a  client/server  architecture,  which  it 
had  selected  as  the  foundation  for  front- 
office  operations.  The  company  estimat¬ 
ed  it  spent  $20  million  for  the  two-year 
accounting  project  alone. 

DiStefano  said  discarding  the  out¬ 
sourcing  deals  was  crucial  for  several  rea¬ 
sons.  For  example,  the  account  process¬ 


ing  outsourcer,  the  old  DST  Systems,  Inc. 
unit  of  Kansas  City  Southern  Industries, 
Inc.  in  Kansas  City,  Mo.,  was  more  re¬ 
sponsive  to  the  needs  of  mutual  funds  that 
charged  a  sales  fee  to  customers,  but  Van¬ 
guard  saw  the  no-load  market  having  more 
opportunity  if  it  could  provide  adequate 
service.  In  addition.  Vanguard  thought  it 
could  run  the  operations  better  and  cheap¬ 
er  than  DST.  In  one  precarious  weekend. 
Vanguard’s  IT  department  moved  2.5  mil¬ 
lion  accounts  from  DST  to  the  Vanguard 
computers. 

MAKING  IT  WORK 

Then  the  real  challenge  began.  Vanguard 
began  to  heavily  modify  the  mainframe- 
based  TransTech  package  from  American 
TransTech  Corp.  in  Jacksonville,  Fla.,  to 
handle  the  growth  it  expected  in  the  mar¬ 
ket.  Vanguard’s  tweaks  were  a  huge  suc¬ 
cess:  DiStefano  said  the  software  today 
runs  6  million  accounts  faster  than  it 
processed  the  2.5  million  from  the  early 
1990s. 

Modifying  the  applications  became  es¬ 
pecially  difficult  because  Vanguard  suf¬ 
fered  relatively  high  IT  turnover.  For  many 
years,  the  firm  declined  to  pay  the  kind 
of  salaries  that  Wall  Street  and  Fidelity  of¬ 
fered,  and  there  was  a  stream  of  defectors 
from  Vanguard’s  suburban  Philadelphia 
offices,  according  to  a  former  Vanguard 
employee.  However,  in  recent  years.  Van¬ 
guard  has  recognized  that  higher  pay  for 
computer  experts  was  the  only  way  to  keep 
the  best  ones.  Now  IT,  which  once  ac¬ 
counted  for  just  10%  of  operating  costs, 
takes  a  third  of  the  budget,  DiStefano  said. 

Competing  in  the  red-hot  401(k)  are¬ 
na  also  required  Vanguard  to  spend  mon¬ 
ey.  After  scouring  the  market.  Vanguard 
turned  to  a  company  called  Dyatron  in 
Birmingham,  Ala.,  whose  trust  system  had 
the  most  to  offer  but  had  one  serious  draw¬ 
back:  It  produced  valuations  monthly, 
while  the  market  wanted  daily  valuations. 
With  some  trepidation.  Vanguard  formed 
an  alliance  with  Dyatron  to  rewrite  the 
code  to  deliver  the  enhanced  functional¬ 
ity  and  installed  the  new  system  in  1 987. 
Dyatron  is  now  known  as  SunGard  Em¬ 
ployee  Benefit  Systems,  and  the  promi¬ 
nent  securities  industry  processor  has  since 
sold  the  software  to  most  of  the  major  mu¬ 
tual  funds  in  the  U.S.  and  to  many  re- 
P lease  turn  to  page  F12 
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Vanguard  recognized  that  to  control  its  destiny,  it  had  to  upgrade 
its  infrastructure.  Here’s  what  it’s  bought: 

ACCOUNT  PROCESSING 

TransTech 

CONSULTANTS 

Price  Waterhouse,  Cambridge  Technology  Partners 

401(k)  PROCESSING 

SunGard  Employee  Benefit  Systems 

FUND  ACCOUNTING 

SunGard’s  Invest  One 

WEB  APPLICATIONS  SUPPORT 

Logical  Design  Solutions 

SOURCE:  THE  VANGUARD  GROUP 
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The  NCR  Scalable  Data  Warehouse. 


1  warehousing  to  gain  a 

competitive  edge?  Choose  NCR,  the  company 
that  is  recognized  worldwide  as  the  industry 
leader.  We  can  make  your  investment  pay  off  right  away  with 
a  NCR  data  warehouse  solution  that  is  just  right  for  your  needs. 
Running  industry-leading  databases  like  NCR’s  Teradataf  Oraclef 
Infonnix,®  and  Sybase®  on  NCR’s  higlily  scalable  WoiidMark"'  servers. 

For  more  information  about  NCR’s  scalable  data 
warehouse  solutions  and  NCR 
WorklMark’"  servers,  call  1  800-CALL-NCR, 
ext.  3000.  Or  experience  our  data 
warehousing  capabilities  firsthand  at 
http://www.ncr.com 


Pentium' 


®NCR 


Three-ciuarters  of  the 
world’s  top  banks  bank  on 
our  data  warehouses. 


All  WorldMark  servers  shown  feature  Intel  Pentium  Processors.  The  Intel  Inside  and  Pentium  Processor  logos  are  registered  trademarks  of  Intel  Corp.Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  of  NCR  Corporation. 
©1 996  NCR  Corporation.  All  rights  reserved.  • 


Continued  from  page  FIO 
tirement  plan  managers  in  other  coun¬ 
tries. 

“Our  alliance  with  Vanguard  and 
adding  daily  valuations  spurred  our 
growth,”  said  Ray  Davis,  SunGard  Em¬ 
ployee  Benefit  Systems’  president.  Van¬ 
guard  has  since  added  a  large  number  of 
other  crucial  enhancements,  such  as  au¬ 
tomated  enrollment  of  new  participants 
and  the  capability  to  change  contributions 
weekly.  Vanguard  is  succeeding  in  a  com¬ 
petitive  market  by  offering  additional  fea¬ 
tures  that  reduce  the  burdens  of  corporate 
human  relations  departments.  Clients, 
Davis  explained,  want  one-stop  shopping 
from  their  40 1  (k)  providers,  and  the  more 
duties  they  can  unload  to  the  fund  com¬ 
panies,  the  happier  human  resources  de¬ 
partments  are. 

Once  Vanguard  had  developed  the 
core  systems,  it  was  able  to  integrate  the 
information  in  a  way  that  improved  cus¬ 
tomer  service.  The  systems  supported 
the  production  of  consolidated  accounts 
so  a  single  statement  could  show  a  cus¬ 
tomer’s  IRAs,  401(k),  taxable  funds  and 
discount  brokerage  accounts.  Telephone 
center  staffers  handling  calls  see  all  of  a 
customer’s  information  at  once  instead 
of  having  to  scan  through  30  different 
screens. 

However,  Vanguard  can  never  be  on  the 
leading  edge  of  technology  by  purchasing 
systems  used  throughout  the  mutual  funds 
industry,  contended  Octavio  Marenzi, 
consulting  analyst  at  The  Tower  Group  in 
Wellesley,  Mass.  “SunGard  is  pretty  good, 
but  you  can’t  be  the  leader  with  systems 
you  buy,”  he  explained.  “You  have  to  be 
content  to  be  in  the  middle  of  the  pack.” 

In  contrast,  Marenzi  added.  Fidelity  has 
invested  large  sums  in  the  latest-genera¬ 
tion  technologies,  such  as  objects.  “Fi¬ 
delity’s  big  payoff  is  greater  flexibility,  low¬ 
er  maintenance  and  development  costs.  A 
lot  of  these  old  mutual  funds  systems  have 
grown  big  over  20  years,  and  it  is  hard  to 
add  new  products.  When  they  were  built, 
no  one  was  concerned  about  architecture 
and  keeping  the  systems  open.” 

OTHER  HURDLES 

While  Vanguard  has  improved  its  back- 
office  operations  and  customer  service  fa¬ 
cilities,  it  still  lacks  the  front-end  sophis¬ 
tication  that  more  advanced  funds  have. 


said  a  consultant  who  has  reviewed  the 
firm’s  technology.  By  its  nature,  indexing 
doesn’t  require  the  research  and  analytics 
of  actively  managed  funds,  but  Vanguard’s 
systems  need  some  work. 

A  recent  Vanguard  profile  in  Kiplingers 
Personal  Finance  Magazine  described  how 
an  equity  index  fund  trader  initiated  a  se¬ 
ries  of  transactions:  He  walked  a  floppy 
disk  from  his  486  PC  to  another  PC  to 
transmit  the  orders  to  the  stock  exchange. 
Gus  Sauter,  a  principal  in  the  company’s 
equities  department,  claimed  that  the 
“Sneakernet”  approach  provided  security 
as  well  as  a  lower-cost  alternative  to  a  se¬ 
cure  LAN.  However,  Vanguard  has  hired 
Price  Waterhouse  to  develop  more  ad¬ 
vanced  systems  in  support  of  its  trading, 
DiStefano  added. 


Vanguard’s  lofty  aspirations  for  the  In¬ 
ternet  present  a  more  interesting  chal¬ 
lenge  than  upgrading  its  trading  room. 
By  the  end  of  the  year.  Vanguard  hopes 
to  follow  Charles  Schwab  &  Co.’s  lead 
among  major  mutual  funds  providers  in 
offering  consumer  transactions  over  the 
Internet.  However,  more  intriguing  In¬ 
ternet  functionality  is  coming. 

Company  officials  have  determined 
that  the  Internet  will  be  a  centerpiece  of 
their  marketing  and  customer  retention 
strategies.  Vanguard  plans  to  use  the  In¬ 
ternet  to  provide  more  information  about 
investing  and  its  funds  than  any  other 
source.  Included  on  its  radar  screen  is 
Morningstar,  Inc.,  a  Chicago-based  pub¬ 
lishing  company  that  is  to  mutual  funds 
information  what  Microsoft  is  to  oper¬ 
ating  systems. 

“We  have  to  provide  better  informa¬ 


tion  about  our  funds  than  they  do,”  Di¬ 
Stefano  noted.  “People  want  more  help 
and  guidance  than  they  did  a  few  years 
ago.” 

Vanguard  describes  its  entry  into  the 
information  arena  as  enlightened  self  in¬ 
terest.  Unlike  most  competitors,  it  never 
advertises  its  returns,  stressing  explanation 
and  education  instead.  Its  Web  site  has 
2,300  pages  of  explanation  about  invest¬ 
ing,  mutual  funds  and  personal  finance 
needs.  Vanguard  sees  the  Internet  as  a  per¬ 
fect  match  for  its  information-heavy,  cost- 
conscious,  soft-sell  approach.  Executives 
said  they  expect  Vanguard’s  low-cost  ap¬ 
proach  to  mutual  funds  investing  and 
steady  but  unspectacular  investment  re¬ 
sults  will  attract  a  large  pool  of  stable  In¬ 
ternet-based  investors.  Low  volatility  will 


then  further  reduce  Vanguard’s  costs, 
which  will  perpetuate  its  low-cost  pro¬ 
ducer  status.  “The  clearer  you  are  on  what 
the  customer  really  wants  and  what  you 
offer,  the  better  for  us”  because  those  types 
of  investments  are  “stickier”  —  they  tend 
to  stay  at  one  firm,  DiStefano  said. 

Unlike  the  rest  of  the  financial  services 
industry,  though.  Vanguard  officials  are 
not  jumping  into  the  deep  end  of  the  In¬ 
ternet  pool.  DiStefano  and  other  officials 
noted  that  while  technology  is  important 
in  mutual  funds,  it  can  be  overrated.  “I 
don’t  know  that  anybody  buys  a  fund 
based  on  its  access  technology,”  he  noted. 
“Mutual  funds  are  not  a  commodity  ser¬ 
vice  like  banking.” 

Not  yet,  anyway.  ■ 


GROENFELDT  IS  A  FREELANCE  WRITER  BASED  IN 
WYCKOFF,  N.J. 


Bargain  Basement 

Vanguard's  expense  ratio  is  about  one-third  of  Fidelity's 

PERCENTAGE  OF  TOTAL  EQUITY  ASSETS  USED  TO  PAY  EXPENSES 


PUTNAM 

FRANKLIN  ADVISERS/TEMPLETON 
FIDELITY 

AMERICAN  FUNDS 
VANGUARD 


SOURCE;  UPPER  ANALYTICAL  SERVICES 
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Only  we  can  make  news  this  big. 


Once  again,  NCR  is  leading  the  way 
in  data  warehousing.  Using  our 
incredibly  robust  Teradata®  database, 
we’ve  teamed  with  EMC®  to  build  the  world’s  first 
data  warehouse 
large  enough 
to  handle  11 
terabytes  of 

data.  Or  2.75  billion  pages  of  text. 

Our  highly  scalable  WorldMark™  servers  allow 
you  to  turn  mountains  of  raw  data  into  useful 


information  with  unprecedented  speed,  giving  you 
unmatched  querying  capabilities. 

Only  NCR  WorldMark  servers  offer  you  a  platform 
that  scales  from  SMP  to  clusteir>.  to  MPR  allow'ing  you  to  start 

your  data  wiirehouse 
small  and  grow  it 
to  any  size. 

To  get  more 

information  about  NCR’s  scalable  data  warehouse,  call 
1  800  CALL-NCR,  ext.  3000.  Or  experience  our  data 
warehousing  capabilities  firstlxind  at:  http://wx\'wna:com 
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All  WorldMark  servers  shown  feature  Intel  Pentium  prxessors.  The  Intel  Inside  and  Pentium  Processor  logos  are  registered  trademarks  of  Intel  Corp.  The  Wall  St.  Journal.  2/27/96,  Reprinted  from  The  Wall  St  Journal.  ©1996  Dow  Jones  &  Co..  Inc,  All  rights  reserved 
EMC  is  a  registered  trademark  of  EMC  Corp.  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  o1  NCR  Corp.  01996  NCR  Corporation,  All  rights  reserved. 


Wells  Far 


argo 

f'll.0UT 

rentiers 


The  California  bank  is 
taking  a  bolder  approach 
to  technology,  enlisting  smart 
cards,  an  interactive  Web  site 

Dudley  M.  Nigg  has  a  decidedly  plebeian 
view  of  the  future  of  electronic  cash.  When 
asked  to  describe  his  vision  for  smart  cards, 

Wells  Fargo  &  Co.’s  executive  vice  presi¬ 
dent  offered  a  faster  fast-food  scenario.  Ham¬ 
burger  lovers  enter  their  own  order  and  pay 
by  swiping  a  Wells  Fargo/Mondex  smart 
card  through  a  special  terminal.  With  the 
cost  deducted  from  the  card’s  stored  bal¬ 
ance,  they  receive  a  pick-up  number  and 
presto,  their  order.  An  added  prize:  After 
five  or  10  self-ordered  lunches,  the  fast-food 
fan  receives  a  free  burger. 

So  what’s  in  it  for  Wells  Fargo?  The  San 
Francisco-based  bank’s  undisclosed  invest¬ 
ment  (analysts  estimate  $25  million)  in 
Mondex  International  is  part  of  a  major 
drive  to  use  advanced  technologies  to  fur¬ 
ther  reduce  its  costs,  increase  its  revenue  and 
enhance  customer  service.  Well  known  and 
highly  regarded  as  a  deployer  of  established 
technologies  in  the  1980s,  a  new  and  tech¬ 
nologically  bolder  Wells  Fargo  has  appeared 
in  the  past  year.  Under  the  direction  of  new 
Chief  Executive  Officer  Paul  Hazen  and  his 


WEtLS  FARGO  IS  THE  OLDEST  BANK  IN. CALIFORNIA,  OPENING  IN  1852  . . .  NINTH-LARGEST  BANK  HOLDIN 


and  a  host  of 
other  electronics- 
based  services 
to  cut  costs 

BY  CONNIE  WINKLER 

technology  champions  —  Ni^  and  William 
Zuendt,  president  and  chief  operating  of¬ 
ficer  —  the  bank  has  moved  from  the  lead¬ 
ing  edge  to  the  bleeding  edge  of  technolo¬ 
gy- 

Wells  Fargo  was  the  first  among  large 
banks  to  offer  payments,  balance  inquiries 
and  other  types  of  consumer  transactions 
on  an  Internet  Web  site.  In  addition,  small 
businesses  can  check  account  status  and  oth¬ 
er  cash  management  functions  via  Wells 
Fargo’s  pioneering  Business  Gateway  In¬ 


tranet  service  using  CompuServe,  Inc.’s  se¬ 
cure  network.  Furthermore,  Wells  Fargo  is 
aggressively  deploying  the  latest-generation 
automated  teller  machines  (ATM)  in  su¬ 
permarkets  as  an  alternative  to  staffing  ex¬ 
pensive  branches.  These  and  other  tech¬ 
nology-based  ventures  are  the  product  of 
an  information  technology  development 
splurge;  In  1995,  spending  on  new  prod¬ 
uct  development  by  contractors  spurted 
48%  to  $149  million  (see  chart  page  FI 8). 
Last  year,  the  bank  earned  $  1  billion  on 
$4. 1  billion  in  revenue. 

“Unless  we’re  prepared  to  invest  not  only 
in  the  present  but  in  the  future  as  well,  we’re 
not  going  to  be  able  to  be  a  major  player  in 
the  next  five  to  10  years,”  Nigg  explained. 
“But  if  we  want  to  be  a  player  in  the  21st 
century,  then  by  definition  we’re  going  to 
compete  in  a  marketplace  of  many  much 
more  technologically  oriented  companies.” 

Wells  Fargo  officials  claimed  they  are  re¬ 
configuring  the  business  to  meet  the  de¬ 
mands  of  its  retail  customers,  but  there  is 
more  to  the  spending  than  a  desire  to  keep 
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WELLS  FARGO'S  DUDLEY  M.  NIGG 


IS  HELPING  REFOCUS  THE  BANK  AWAY 


FROM  TRADITIONAL  BRANCHES  TOWARD 


ALTERNATIVE  WAYS  TO  SERVE  CUSTOMERS 


up  with  the  Microsoft/Intuit/IBM/Elec- 
tronic  Data  Systems  attack  on  the  financial 
services  marketplace.  Company  officials 
have  long  used  IT  to  reduce  costs.  Begin¬ 
ning  in  the  early  1990s,  Zuendt  succeeded 
in  trimming  Wells  Fargo’s  noninterest  costs. 
By  last  year,  its  29.7%  return  on  investment 
and  24%  profit  margin  were  eight  and  six 
points  ahead  of  the  industry,  respectively, 
according  to  Market  Guide,  Inc.,  a  finan¬ 
cial  information  provider  in  Lake  Success, 
N.Y.  A  mathematician  and  computer  sci¬ 


entist  who  joined  Wells  Fargo  in  1973, 
Zuendt  is  keen  to  deploy  cutting-edge  tech¬ 
nology  to  further  reduce  costs  and  increase 
revenue  because  mutual  funds  competitors 
operate  even  more  efficiently,  company  and 
industry  officials  said.  He  has  championed 
Wells  Fargo’s  more  aggressive  technology 
since  the  retirement  of  former  CEO  Carl 
Reinchardt  in  early  1995. 

In  fact,  while  Wells  Fargo  is  the  nation’s 
ninth-largest  bank.  Wells  Fargo’s  IT  bud¬ 
get,  estimated  at  $680  million  last  year,  was 


the  seventh-largest  among  U.S.  banks,  ac¬ 
cording  to  estimates  by  The  Tower  Group, 
a  Wellesley,  Mass.,  financial  services  con¬ 
sulting  firm.  Wells  Fargo  has  deployed  more 
than  4,500  ATMs  and  a  host  of  other  tech¬ 
nologies,  such  as  small  business  loan  scor¬ 
ing,  to  reduce  its  staff  and  operating  costs 
while  generating  business.  The  bank’s  tech¬ 
nology  investments  are  expected  to  help  it 
achieve  the  $800  million  cost-cutting 
drive  officials  promised  but  had  not  yet  de- 
Please  turn  to  next  page 
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Continued  from  page  FI  5 
livered  to  Wall  Street  when  the  bank  went 
forward  with  the  hostile  takeover  of  First 
Interstate  Bancorp  earlier  this  year. 

Wells  Fargo’s  investments  in  Mondex, 
the  Internet  and  other  new  systems  is  the 
latest  chapter  in  the  bank’s  144-year  histo¬ 
ry  of  aggressively  using  new  technologies 
—  Wells  Fargo  operated  the  Western  leg  of 
the  Pony  Express,  the  most  advanced  tech¬ 
nology  of  the  Civil  War  era  —  to  capture 
revenue  and  decrease  costs.  The  bank  gets 
a  host  of  financial  benefits  when  Wells  Far¬ 
go  customers  use  a  Mondex  card  or  their 
PC  and  the  Internet  to  pay  for  merchan¬ 
dise  and  utility  bills  or  download  cash  for 
retail  transactions.  Wells  Fargo  gets  more 
than  a  fee  from  the  merchants  and  the  user. 
It  also  reduces  its  cost  of  servicing  an  ac¬ 
count  and  could  even  reduce  its  ATM  ser¬ 
vicing  charges.  Effectively,  Mondex,  the  In¬ 
ternet  and  its  other  high-technology  gambits 
give  Wells  Fargo  the  opportunity  to  reduce 
the  number  of  intermediaries  involved  in 
commerce,  relative  to  conventional  cash  or 
credit-card  transactions.  “We  are  trying  to 
move  our  focus  away  from  the  traditional 
branch  toward  alternative  ways  of  serving 
the  customer,”  Nigg  said.  “Online  banking 
represents  the  most  functionality  and  con¬ 
venience  for  the  customer  and  lowest  cost 
for  the  bank,  so  it’s  the  ultimate  goal.  This 
is  the  Holy  Grail  for  us.” 

Bank  officials  “are  conservative  and  cost- 
conscious,  but  they’ve  been  innovative  in 
their  retail  delivery  strategy,”  said  Jonathan 
Whaling,  project  manager  for  electronic 
commerce  at  research  firm  Mentis  Corp.  in 
Durham,  N.C.  “Wells  has  been  innovative 
in  ATM  usage  and  in  nontraditional  branch 
usage.  The  Mondex  and  Web  moves  are  just 
extensions  of  its  retail  delivery  strategy.” 

NOT  AN  EASY  ROAD  AHEAD 

However,  banking  officials  face  significant 
challenges  to  overcome  consumer  reluctance 
to  new  technology.  “The  jury  is  still  out  on 
whether  consumers  are  going  to  be  willing 
to  use  the  Internet  for  not  only  online  bank¬ 
ing  but  for  online  electronic  commerce 
transactions,”  Whaling  noted. 

Wells  Fargo  officials  are  well  aware  of 
the  huge  task  ahead  of  them.  “Cash  is  a 
perfectly  good  medium  of  exchange,” 


Wells  Fargo: 
Frontier 

Since  1995,  Wells  Fargo 
has  been  pushing  the  edge 
of  the  hank  technology 
envelope.  Here’s  a  sample 
of  recent  moves: 

July  1996 

With  AT&T  Universal  Card  Services 
and  National  Westminster,  reportedly 
spent  $60  million  for  a  40%  share  of  the 
U.S.  franchise  of  Mondex  International. 

July  1996 

Launched  Business  Gateway  for  small 
business  customers,  in  which  account 
balances,  stop-payment,  check  ordering, 
transfers  and  other  business  information 
is  available  via  CompuServe's  Internet 
Protocol  dial-up  service. 

July  1996 

Deployed  new  equities  and  fixed-income 
trading  system  based  on  Windows  NT. 

June  1996 

Introduced  VoiceView  software  to  en¬ 
able  voice  and  data  transmissions  over 
the  same  telephone  line. 

May  1995 

Offered  true  transaction  capabilities  on 
its  own  Internet  Web  site. 

April  1995 

Enabled  merchants  to  accept  online 
payments  over  the  Internet  for  goods 
and  services. 

SOURCES:  WELLS  FARGO  &  CO.  AND  INDUSTRY  REPORTS 

Nigg  said.  “We’ve  used  it  for  hundreds 
of  years,  and  it  works  extremely  well.  So 
we  don’t  think  people  are  going  to  take 
a  Mondex  card  to  replace  cash.  There  has 
to  be  more  to  it.” 

Cash  won’t  be  replaced  by  a  smart  card 
or  any  other  electronic  gizmo  unless  con¬ 


sumers  and  businesses  are  offered  a  direct 
financial  incentive.  Convenience  is  not 
enough.  So  Wells  Fargo  is  developing  and 
testing  a  number  of  financial  and  tech¬ 
nology  incentives  to  attract  customers  to 
smart  cards,  such  as  the  frequent  buyer 
incentive  program  Nigg  said  he  envisions 
for  fast-food  fans.  To  find  out  how  much 
incentive  it  will  take  to  wean  consumers 
off  greenbacks,  about  900  Wells  Fargo  em¬ 
ployees  are  using  the  card  with  22  select¬ 
ed  merchants  near  their  downtown  San 
Francisco  headquarters. 

Wells  Fargo’s  investment  in  Mondex  can 
pay  off  big.  A  new  report  from  Killen  & 
Associates,  a  Palo  Alto,  Calif,  market  re¬ 
search  firm,  predicted  that  by  the  year  2005, 
global  electronic  cash  transactions  will  ap¬ 
proach  $30  billion,  approximately  the 
amount  of  global  credit-card  transactions 
in  1995  (see  chart  page  F5). 

These  moves  by  Wells  Fargo  to  more 
tighdy  embrace  technology  are  part  of  a  ma¬ 
jor  revamping  of  how  the  bank  views  its 
role.  “The  bank  is  rethinking  itself,  not  so 
much  as  a  bank  but,  at  least  on  the  retail 
side,  as  a  distribution  company,”  Nigg  not¬ 
ed.  “We’re  like  lots  of  other  distributors.  We 
just  happen  to  distribute  financial  services.” 

Technology  provides  an  ideal  conduit  to 
support  Wells  Fargo’s  new  role  of  being  more 
than  the  supplier  of  currency,  credit  cards, 
car  loans  and  other  financial  services.  “Our 
customers  are  really  thinking  in  a  different 
way,”  Nigg  claimed.  “The  kind  of  customers 
who  will  do  their  banking  online  are  prob¬ 
ably  much  more  interested  in  doing  more 
things  online.  We  think  that  we  can  posi¬ 
tion  ourselves  in  the  future  as  at  least  one 
of  the  trusted  gateways  they  use.” 

WHAT'S  IN  A  NAME? 

Just  as  First  Union  Corp.  and  other  leading 
tech-sawy  banks  view  the  onset  of  the  In¬ 
ternet  as  the  opportunity  to  enter  new  mar¬ 
kets,  Wells  Fargo  is  out  to  take  advantage 
of  its  history  and  image  to  again  offer  new 
technology  to  increase  its  revenue  and  re¬ 
duce  its  costs.  “Brand  and  trustworthiness 
are  going  to  be  very  important,  just  as  they 
are  in  other  parts  of  people’s  lives.  How  else 
do  you  know  whom  you  can  rely  on?”  Nigg 
said.  “We  have  a  great  brand  name  for  trust 
Please  turn  to  page  FI  8 
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Ultimas 


AxilSeiver  S/420 


S/4^  Workstation 


Ultima  1 


There  are  a  lot  of  factors  to  consider  when  you're  buying  quality  SPARC-based  servers  and  workstations.  You 
want  power,  you  want  speed,  and  you  want  all  this  performance  for  the  best  price.  What  you  don't  want  is 
technology  that's  outdated  as  soon  as  it's  up  and  running.  And  buying  a  big  name  is  no  guarantee  of  protection. 

Luckily,  there's  a  brighter  choice.  Axil.  The  Axil  Ultima  1  and  Ultima  2  systems  feature  a  full  range 
of  UltraSPARC  processors  and  up  to  2GB  of  RAM.  Not  only  that,  there's  our  unique  modular  chassis  design 
that  makes  upgrading  simple.  As  technology  evolves  you  can  either  upgrade  your  processor,  add  another 
for  dual  processing,  or  change  the  motherboard  for  even  faster  performance.  So  you  get  investment 
protection  built  in. 

If  you  want  us  to  shed  some  light  on  our  servers  and  workstations,  just  call  1-800-284-AXIL 
or  visit  us  at  http://www.axil.com.  And  let  us  tell  you  all  the  reasons  we  outshine  the  competition. 

©iy%  Axil  CoiiipLitcr  Iiic.  All  produtl  names  anil  Iradeniarks  and  registered  Irademtirks  are  Ihe  properly  ol'  llieir  respective  owners. 
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Continued  from  page  F16 
and  a  good  infrastructure  to  serve  the  cus¬ 
tomer  in  a  broader  sense.” 

Another  element  might  be  driving  the 
Wells  Fargo  foray  into  advanced  technolo¬ 
gies,  though.  And  after  following  banking 
technology  for  more  than  30  years,  indus¬ 
try  veteran  Jerome  Svigals  said  a  bit  of  his¬ 
torical  banking  rivalry  may  be  afoot.  He 
said  Wells  Fargo’s  investment  in  Mondex 
gave  it  the  opportunity  to  place  itself  on  the 
same  rarefied  level  of  another  banking  pi¬ 
oneer  and  the  bank’s  archrival  in  Califor¬ 
nia:  Visa  International,  which  was  originally 
BankAmerica  Corp.’s  BankAmericard. 

With  both  ego  and  cost  savings  on  the 
horizon.  Wells  Fargo  officials  won’t  be  eas¬ 
ily  denied.  ■ 


WINKLER  IS  A  FREELANCE  WRITER  IN  SEATTLE  WHO 
WRITES  ABOUT  THE  MANAGEMENT  OF  TECHNOLOGY. 


Spending  Soars  as  Wells  Fargo 
Targets  New  Product  Development 


Offering  transac¬ 
tions  over  the 
Internet  and  a  host  of 
other  computer-based 
services  costs  money 
up  front.  Wells  Fargo 
said  the  48%  spurt  in 
contract  programming 
last  year,  to  $149  mil¬ 
lion,  reflects  increased 
new  product  develop¬ 
ment  efforts.  Recent 
financial  reports  indi¬ 
cate  that  the  spending 
surge  continues. 


$10M 


i$101M 


$174M  ' 


Outside  data 
processing  services 

Telecom 


Contract 

programming 


SOURCE:  1995  WELLS  FARGO  S  CO.  lOK  REPORT 


Mondex  is 
Money 


When  Wells  Fargo  in¬ 
vested  in  Mondex  In¬ 
ternational  a  few 
months  ago,  management  had 
more  in  mind  than  customer 
convenience.  It  was  the  cost 
advantages  of  the  smart-card 
chip  technology  that  won  the 
day  over  the  magnetic  stripe 
card. 

Essentially,  the  Mondex  card 
is  an  extra-smart  smart  card. 
An  8-bit  microprocessor  em¬ 
bedded  into  the  typical  plastic 
card  form  factor  provides  the 
bank  with  a  tiny  transaction 
processor  capable  of  huge  cost 
efficiencies.  Because  Mondex 
is  a  point-to-point  system  - 


that  is,  the  microprocessor  in 
the  card  interfaces  securely 
with  another  microprocessor  in 
the  point-of-sale  device,  with 
no  costly  authorization  system 
in  between  -  transactions  cost 
as  little  as  pennies  apiece. 
"Authorization  networks  work 
very  well  for  the  $100  transac¬ 
tion  or  the  $1,000  transaction 
on  a  credit  card  but  are  defi¬ 
nitely  not  cost-effective  for  a 
one-cent  transaction,"  ex¬ 
plained  Dudley  M.  Nigg,  execu¬ 
tive  vice  president  at  Wells 
Fargo.  Low-value  transactions, 
such  as  downloading  software, 
music,  video  game  play  and 
other  entertainment,  are  just 


the  beginning  of  the  Mondex- 
enabled  electronic  commerce. 

if  successful,  Mondex  poses  a 
huge  threat  to  existing  credit- 
card  networks.  According  to 
Jerome  Svigals,  a  longtime  fol¬ 
lower  of  banking  technology 
and  now  a  Redwood  City,  Calif., 
consultant,  80%  to  90%  of 
the  30  billion  online  transac¬ 
tions  per  year  do  not  require 
credit  authorization,  and  Mon¬ 
dex  could  diminish  that  traffic. 

With  smart  cards,  the  trans¬ 
action  takes  place  between 
the  consumer's  card  and  the 
merchant's  stand-alone  termi¬ 
nal.  Mondex  therefore  poses  a 
threat  to  the  almost  $3  billion 
in  transaction  fees  for  credit- 
card  processing  that  Master- 
Card  International,  Inc.  and 
Visa  collectively  receive  per 
year.  This  competitive  threat 
may  be  behind  recent  discus¬ 
sions  about  MasterCard  ac¬ 
quiring  at  least  a  piece  of 
Mondex;  all  sides  refused  to 
comment. 

Mondex  offers  other  advan¬ 


tages  to  banks  and  merchants, 
too.  Credit-card  fraud  via  Mon¬ 
dex  will  be  limited  to  the  $100 
or  $10  loaded  onto  the  card. 

"In  most  smart-card  cases,  the 
losses  are  much  lower  than  the 
current  online  authorization," 
Svigals  said.  "Furthermore, 
Mondex  transactions  are  much 
more  efficient  and  less  costly." 

However,  precisely  because 
of  the  power  of  Visa  and  Mas¬ 
terCard,  credit-card  companies 
and  many  banks  may  hesitate 
to  Jump  on  the  smart-card 
bandwagon.  Svigals  pointed  to 
the  limited-capability,  smart- 
card  Visa  experiment  during 
the  Olympics  in  Atlanta  this 
year  as  an  indication  that  the 
credit-card  giants  may  be 
loath  to  cannibalize  their  ex¬ 
isting  business.  "It's  the  old 
story,"  Svigals  said.  Estab¬ 
lished  players  are  never  the 
ones  to  introduce  new  technol¬ 
ogy,  he  noted:  "You  never 
heard  of  a  horseshoe  company 
that  invested  in  the  internal 
combustion  engine." 


ACCOUNTS ...  HAS  ABOUT  41,500  EMPLOYEES,  BUT  HEAD  COUNT  WILL  BE  CUT  BY  6,000  WITHIN  A  YEAR 
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COMPUTERWORLD 


A  bimonthly  supplement  devoted  to 
the  issuesy  trends  and  technologies 
involved  in  distributed  computing 
for  the  banking  and finance  industry 

The  Computerworld  Financial  Services  Journal  focuses 
exclusively  on  technology  for  banking/finance  application. 
This  special  magazine  supplement  to  Computerworld 
brings  you  the  industry-relevant  information  you  need 
as  you  move  your  organization  to  an  enterprise-wide 
distributed  computing  model. 


Important  perspectives  for  both  IT  and 
business  management 

Computerworld’s  Financial  Services  Journal  is  a  must 
read  for  IT  managers  and  business  management  involved 
with  technology  initiatives. 


October  1996 


Beyond  Laptops 

p-IQ 

*  re  »od  piocd»  mrt. 

b  not  ^ 

lnd<*t7JEaa£i 


corcfi  rrarr 


Aiello's  New  Gambit 
F14 


rib  fciT  nb 

AlAieio  bs41io(  t<ch<iata(f^  <o 
£>  bkcacA 


Each  issue  focuses  on: 

•  Technologies  and  solutions 
currently  available,  and 
being  developed,  that  are 
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distributed  computing  in  this  business  industry. 
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SETH  AFFOUMADO 


CUPERTINO  NATIONAL 

WEST  COAST  BANKS  BY  DEVELOPING  A  NICHE 
MARKET/SERVICING  SILICON  VALLEY  STAR^ 
WITH  SOPHISTICATED  FINANCJALSERVICESJ 

By  Tia  OBrten  g|||[r  • 


CUPERTINO  NATIONAL'S  KAREN 
BLASE  AND  DONALD  ALLEN; 
MAKING  LOANS  TO  COMPANIES 
THAT  AREN'T  PROFITABLE 
YET  IS  A  WAY  OF  LIFE 


FIVE  YEARS  AGO,  CUPERTINO  NATIONAL  BANK  was  struggling  to  cope  with  the  worst  recession  to  hit  Cal¬ 
ifornia  since  the  Great  Depression.  The  bank’s  core  businesses  —  commercial  deposits,  commercial  real  es¬ 
tate  and  consumer  lending  —  were  suffering.  Like  most  California-based  banks,  Cupertino  National  faced 
shrinking  profit  margins  as  it  fought  to  keep  its  client  base.  “Competition  was  becoming  more  predatory, 
more  cutthroat  for  customers,”  said  Donald  Allen,  chairman  and  chief  executive  officer.  “There  was  little 


or  no  growth  in  traditional  banking.” 

But  there  was  hope  for  a  bank  in  the  en¬ 
trepreneur-rich  Silicon  Valley.  Two  local 
high-tech  executives  and  members  of  the 
Cupertino  National  board,  Glen  McLaugh¬ 
lin  and  Jerry  Crowley,  suggested  that  the 
bank  launch  a  research  and  development 
project  to  identify  new  products  it  could 
sell  to  new  companies.  “There  was  25%  to 
50%  annual  growth  in  the  number  of 
emerging  companies,”  Allen  recalled. 

Cupertino  National  decided  to  con¬ 
centrate  on  companies  with  revenue  of  up 
to  $20  million,  which  would  include  the 
overwhelming  majority  of  businesses  in 
the  Silicon  Valley.  Cupertino  National’s 
strategy  hinged  on  a  key  historical  fact: 
The  big  banks  have  done  more  than  avoid 
these  companies  —  they  have  gone  out  of 
their  way  to  ignore  them  because  the  com¬ 
panies  by  and  large  have  little  collateral 
and  lots  of  volatility. 

So  this  small,  traditional  community 
bank  with  assets  of  only  $273  million  and 
a  staff  of  just  118  decided  to  compete  in  a 
market  where  financial  giants  rarely  tread. 
In  1 992,  before  Cupertino  National  start¬ 
ed  using  technology-based  services  to  lure 
these  start-up  entrepreneurs,  the  bank’s  rev¬ 
enue  was  $14.4  million,  with  net  income 
of  almost  $1.8  million.  Four  years  into  its 
new  strategy,  its  1996  projected  revenue  is 
about  $26.2  million,  and  net  income  is  ex¬ 
pected  to  reach  $2.2  million. 

Cupertino  National’s  rebound  began  with 
market  research.  Using  focus  groups,  the 
bank  determined  that  these  fledgling  com¬ 
panies  wanted  more  than  just  seed  money. 
They  needed  basic  financial  services  such 
as  payroll  processing,  as  well  as  help  with  a 
host  of  large-company  challenges,  especial¬ 
ly  foreign  transactions  and  cash  manage¬ 
ment.  In  addition,  they  needed  personal 


financial  planning  support  that  was  fine- 
tuned  to  the  lifestyles  of  Silicon  Valley  high¬ 
fliers.  By  offering  seed  financing  and  using 
off-the-shelf  software  to  provide  these  ser¬ 
vices,  Cupertino  National  fashioned  a  pack¬ 
age  designed  to  win  over  this  new  class  of 
corporate  client.  The  strategy  —  one-stop 
shopping  for  start-up  executives  who  don’t 
have  the  time  and  can’t  afford  to  figure  it 
out  for  themselves  —  would  be  the  stone 
in  this  David’s  slingshot  aimed  at  the  Go¬ 
liaths  of  the  California  banking  industry: 
BankAmerica  Corp.  and  Wells  Fargo  &  Co. 

This  strategy  was  revolutionary  in  bank¬ 
ing.  Other  banks  in  Cupertino  National’s 
league  tend  to  shy  away  from  venture  lend¬ 
ing.  And  small  banks  do  not  normally  have 
the  systems  and  expertise  to  handle  fancy 
corporate  financial  services,  such  as  export 
finance,  foreign  exchange  trading  and  cash 
management.  Sitting  in  his  small  office 
lined  with  floor-to-ceiling  bookshelves, 
Allen  acknowledged  the  risk  but  said  the 
go-for-it  Silicon  Valley  environment  also 
provides  a  wealth  of  knowledge  to  contain 
the  downside. 

“Making  loans  to  companies  that  aren’t 
profitable  yet  scares  the  hell  out  of  every¬ 
one.  But  around  here,  it’s  a  way  of  life,” 
Allen  said.  To  temper  the  risk,  Cupertino 
National  relies  on  its  connections  in  the 
high-tech  community  (venture  capitalists 
and  product  analysts)  to  evaluate  bright 
ideas  that  have  no  current  market  value  but 
might  make  millions  of  dollars  quickly. 

Cupertino  National’s  new  strategy  re¬ 
quired  a  new  set  of  tools  that  would  be  com¬ 
patible  with  the  bank’s  existing  infrastruc¬ 
ture.  Karen  Blase,  Cupertino  National’s  vice 
president  and  MIS  chief,  faced  two  daunt¬ 
ing  challenges  to  implement  the  strategy. 
Her  team  had  to  make  the  strategy  prof¬ 
itable  and  integrate  the  software  with  the 


bank’s  two-tiered  computing  architecture 
—  an  1 1 -year-old  purchased  Unisys  Corp. 
mainframe  and  a  client/server  network  of 
Windows-based  PCs,  mostly  Intel  Corp. 
Pentium-based.  Each  of  the  bank’s  four 
branches  has  its  own  LAN  and  file  server. 

Finding  PC-based  software  that  could  be 
seamlessly  interfaced  with  the  mainframe 
was  not  a  trivial  task.  “We  searched  the  na¬ 
tion,”  Blase  said.  “The  compatibility  con¬ 
cern  affected  our  decisions.  We  wanted  to 
make  sure  we  could  offer  all  the  features 
customers  wanted.”  For  example.  Blase  said 
she  looked  for  cash  management  software 
that  allowed  small  business  owners  to  get 
updated  balances  by  noon  each  day  so  they 
could  make  investment  and  purchasing  de¬ 
cisions  based  on  fresh  numbers.  Eventual¬ 
ly,  the  bank  identified  a  viable  middleware 
strategy:  It  would  use  the  file  transfer  tool, 
FileXpress,  and  emulation  software  Info- 
Connect  InterCom  from  Bellevue,  Wash.- 
based  Attachmate  Corp.  to  interface  the 
various  PC  applications  to  Premier,  the 
mainframe’s  core  banking  software  from  In¬ 
formation  Technology,  Inc.  in  Lincoln,  Neb. 

With  an  infrastructure  in  place,  Cuper¬ 
tino  National  fashioned  four  services  that 
its  corporate  clients  could  access  with  their 
PCs:  cash  management,  foreign  exchange, 
mutual  funds  and  trusts  and  investments. 
Four  software  packages  were  identified  as 
able  to  provide  idea-rich  but  staff-poor  start¬ 
ups  and  their  entrepreneurs  with  a  wealth 
of  information  via  their  computers. 

CASH  MANAGEMENT.  The  bank  cus¬ 
tomized  Cash  Manager  from  Dallas-based 
Sterling  Software,  Inc.  to  provide  a  range 
of  client  options,  including  balance  re¬ 
porting,  account  reconciliation,  wire  trans¬ 
fers  and  electronic  mail. 

FOREIGN  EXCHANGE.  San  Mateo,  Calif- 
Please  turn  to  next  page 
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based  Sonnet  Financial,  Inc.’s  FXchange 
furnishes  real-time  information  about  for¬ 
eign  exchange  rates,  providing  the  kind  of 
up-to-the-minute  service  typically  only 
major  banks  provide.  The  system  handles 
esoteric  requests,  such  as  foreign  fund 
transfers  and  third-party  draw  downs.  Cor¬ 
porate  clients  running  FXchange  on  their 
PCs  send  requests  via  modem  to  Sonnet, 
which  in  turn  transmits  the  draw  down 
request  to  Columbus,  Ohio-based  Banc 
One,  which  then  executes  the  request 
through  the  Federal  Reserve  system  and 
Cupertino  National. 

MUTUAL  FUNDS.  Cupertino  National 
chose  software  from  Federated  Services  Co. 
in  Pittsburgh  that  performs  cash  sweeps  and 
reinvests  the  client’s  money. 

TRUSTS  AND  INVESTMENTS.  SunGard Trust 
Accounting  from  SunGard  Trust  Systems 
in  Charlotte,  N.C.,  provides  a  PC-based 
service  bureau-like  approach  using  batch 
processing.  All  input  is  loaded  into  the  sys¬ 
tem  during  the  day,  and  once  a  night  the 
data  is  posted  to  the  appropriate  accounts 
in  the  mainframe.  Trust  clients  can  access 
information  about  their  accounts  from 
their  own  PCs,  but  unlike  with  the  cash 
manager,  they  cannot  do  transactions  via 
computer  due  to  security  concerns. 

Implementing  this  complex  web  of  off- 
the-shelf  packages  and  legacy  integration 
would  be  a  daunting  project  for  a  money 
center  bank.  For  Cupertino  National,  the 


task  seemed  Fierculean.  When  Blase  start¬ 
ed  at  Cupertino  National  in  1992,  the  in¬ 
formation  technology  staff  totaled  three,  in¬ 
cluding  herself  Almost  five  years  later,  the 
staff  has  doubled.  Allen  claimed  that  the 
technology  budget  is  4.8%  of  the  bank’s 
noninterest  expense,  up  from  1.8  %  in  1992. 

Analysts  said  they  wonder  whether  the 
costs  will  yield  a  long-term  return  on  in¬ 
vestment.  “For  a  bank  that  size.  I’m  sur¬ 
prised  they  can  make  money  with  that 
kind  of  software.  Those  packages  aren’t 
cheap,”  said  Patricia  McGinnis,  a  tech¬ 
nology  analyst  at  The  Tower  Group 
in  Wellesley,  Mass.,  which  specializes  in 
financial  service  technology  research. 

McGinnis  also  questioned  whether  the 
niche  strategy  Cupertino  National  is  using 
to  attract  Silicon  Valley  entrepreneurs  would 
pay  for  a  community  bank  in,  say,  Lincoln. 
“For  this  to  work,  a  bank  must  have  a  lo¬ 
cal  business  market  demanding  these  kinds 
of  services,  and  it  must  have  enough  vol¬ 
ume  and  appropriate  pricing  structure  to 
cover  the  IT  expense,”  she  noted. 

Indeed,  Cupertino  National’s  net  in¬ 
come  growth  has  not  kept  pace  with  its 
dramatic  revenue  growth.  While  revenue 
has  almost  doubled  since  the  new  niche 
strategy  was  launched  in  1992,  net  income 
is  expected  to  increase  only  by  about  22%. 

Cupertino  National  officials  insisted 
that  the  technology-based  niche  strategy 
was  a  matter  of  survival  and  that  it  will 
ultimately  pay  large  dividends.  “Change 


What  Makes 
Cupertino  Tick 

NAME:  Cupertino  National  Bank 

BUSINESS:  Community-based  banking 
SIZE:  $273  million  in  assets 

MAINFRAME:  Unisys 

CORE  BANKING  APPLICATIONS: 

Information  Technology's  Premier 

CASH  MANAGEMENT  SOFTWARE: 

Sterling  Software's  Cash  Manager 

FOREIGN  EXCHANGE  SOFTWARE: 

Sonnet  Financial's  FXchange 

MUTUAL  FUNDS  PROCESSING: 

Federated  Services 

TRUSTS  AND  INVESTMENTS: 

SunGard  Trust  Systems' 

SunGard  Trust  Accounting 

WORKSTATIONS:  100  PCs,  mostly 
Pentium-based 

WAN:  3Com  Corp.,  Bay  Networks,  Inc. 
WEB  SERVER:  Sun  Microsystems,  Inc. 

DESKTOP  APPLICATIONS: 

Microsoft  Corp.'s  Office  and  Mail 

NETWORK  OPERATING  SYSTEM: 

Novell,  Inc.'s  NetWare 


is  requiring  small  banks  to  get  their  feet 
wet,”  Blase  contended.  “If  the  client  needs 
those  services  and  you  don’t  have  them, 
that  client  will  go  somewhere  else.” 

CEO  Allen  said  the  technology-based 
strategy  has  already  paid  off  It  brought  in 
about  250  new  corporate  customers  that 
account  for  about  15%  of  the  bank’s 
clients.  “The  clients  we  serve  using  tech¬ 
nology  in  most  instances  are  our  very  best 
customers,”  he  added.  Allen  acknowl¬ 
edged,  though,  that  the  technology  in¬ 
vestment  will  not  produce  immediate  sav¬ 
ings  but  would  over  time  reduce  the  cost 
of  servicing  corporate  customers.  And  giv¬ 
en  the  continuing  growth  in  the  number 
of  Silicon  Valley  start-ups,  Allen  claimed 
he  was  confident  that  the  unit  cost  re¬ 
ductions  would  boost  profitability.  ■ 


O'BRIEN  IS  A  FREELANCE  WRITER  IN  SAN 
FRANCISCO  WHO  WRITES  ABOUT  BUSINESS, 
POLITICS  AND  CONSUMER  ISSUES. 


CUPERTINO  NATIONAL 

CEO  Donald  Allen  barely 
hesitated  when  asked  what 
advice  he'd  give  financial 
institutions  designing  new 
technology-based  services. 
"Keep  it  simple,"  he  said. 
"And  buy  off-the-sheif 
software  with  a  proven 
track  record." 

He  spoke  from  experi¬ 
ence.  The  bank  learned 
some  lessons  while  devel¬ 


oping  its  market  strategy: 

■  Base  new  services  on 
customers'  needs.  "Don't 
come  up  with  solutions  you 
think  are  elegant,"  Allen 
advised.  Cupertino  National 
had  to  scrap  some  initial 
technology-based  product 
efforts  when  customers 
failed  to  show  interest. 

Only  after  the  bank  started 
using  focus  groups  com¬ 
prised  of  the  Silicon  Valley 


start-up  executives  tar¬ 
geted  by  the  bank  did  it  de¬ 
velop  successful  products. 

■  Avoid  writing  your  own 
software  applications.  Cu¬ 
pertino  National  devised 
its  own  sales  management 
application,  but  it  took  a 
year  instead  of  the  pre¬ 
dicted  60  days  to  deploy. 

■  Stay  focused.  Karen 
Blase,  vice  president  and 
MIS  chief,  said,  "We  had 
too  many  people  who  kept 
adding  to  our  wish  list." 
Allen  recalled  the  times  de¬ 
velopers  came  to  him  for 
more  money,  for  "another 
$20,000  in  tweaking." 
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Words  We  Live  By. 

When  you  pick  up  a  copy  of  Computerworld,  you 
know  you’re  getting  the  most  objective,  unbiased 
news  and  information  in  IS.  Our  code  of  ethics 
guarantees  it. 

Why  do  we  make  such  a  big  deal  out  of  editorial 
integrity? 

Because  the  words  you  read  in  Computerworld  often 
have  a  dramatic  impact  on  your  business,  your  career, 
and  your  future. 

You  use  this  information  to  evaluate  new  products. 

To  get  a  candid  view  of  emerging  technologies.  To 
find  out  the  inside  story  on  corporate  strategies.  To 
decide  whether  to  jump  ship  or  stay  in  your  current 
job.  To  get  the  edge  on  your  competition. 

In  short,  Computerworld  is  filled  with  the  words  IS 
professionals  like  you  live  by. 


Words  You  Work  By. 

Week  in  and  week  out,  our  editors  and  reporters  call 
it  the  way  they  see  it  -  on  issues  ranging  from 
network  management  to  reengineering.  They  dig 
deeply  to  bring  you  the  most  accurate, 
comprehensive  news  in  IS. 

It’s  no  wonder  over  145,000  IS  professionals  pay  to 
subscribe  to  Computerworld.  Shouldn’t  you?  Order 
today  and  you’ll  receive  51  information-packed 
issues.  Plus,  you’ll  get  our  special  bonus  publication. 
The  Premier  100,  an  annual  profile  of  the  leading 
companies  using  IS  technology. 

Call  us  toll-free  at  1-800-343-6474,  or  visit  us  on  the 
World  Wide  Web  at  http;//www.computerworld.com. 
To  order  by  mail,  use  the  postage-paid  subscription 
card  bound  into  this  issue. 

You’ll  get  the  kind  of  straightforward,  impartial 
reporting  you  can  work  by.  You  have  our  word  on  it. 


COMPUTERWORLD 

Everything  you  need  to  know. 


Mergers.  Acquisitions.  Diversification.  It’s  all  part  of 
doing  business  today.  That’s  why  the  software  you  choose  is 
important.  Make  sure  it  will  help  you  adapt  to  change,  not 
stand  in  your  way. 

Some  software  is  not  designed  for  change.  Its  rigid 
structure  can’t  be  adjusted  easily.  Then  there’s  PeopleSoft. 
PeopleSoft  believes  change  is  not  only  inevitable,  but  can 
also  be  an  opportunity.  That’s  why  PeopleSoft  designed  its 
software  to  accommodate  change  quickly  and  easily. 

Only  PeopleSoft  offers  PeopleTools.  With  these 
unique  software  tools,  modifying  or  reorganizing  is  just 
a  matter  of  pointing  and  clicking.  Change  is  easy  because 


PeopleTools  eliminate  the  need  for  detailed  programming, 
armies  of  outside  experts,  or  vast  technical  knowledge. 
All  of  which  reduce  your  implementation  and  long-term 
maintenance  costs. 

And,  unlike  some  software,  PeopleSoft  is  portable,  so 
you  can  change  your  database  or  hardware  at  any  time. 

If  you  believe  in  embracing  change  rather  than  avoiding  it, 
perhaps  PeopleSoft  should  be  your  software.  You’ll  discover 
we  have  the  technology,  the  people,  and  the  commitment  it 
takes  to  make  that  belief  a  reahty.  To  find 
out  more,  give  us  a  call  at  800-947-7753  or 
visit  us  at  www.peoplesoft.com. 


Enterprise  client/server  software  for  finance,  materials  management,  and  human  resources. 
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A  bimonthly  supplement  devoted  to 
the  issues,  trends  and  technologies 
involved  in  distributed  computing 
for  the  banking  and  finance  industry 

The  Computerworld  Financial  Services  Journal  focuses 
exclusively  on  technology  for  banking/ finance  application. 
This  special  magazine  supplement  to  Computerworld 
brings  you  the  industry-relevant  information  you  need 
as  you  move  your  organization  to  an  enterprise-wide 
distributed  computing  model. 


Important  perspectives  for  both  IT  and 
business  management 

Computerworld’s  Financial  Services  Journal  is  a  must 
read  for  IT  managers  and  business  management  involved 
with  technology  initiatives. 
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Each  issue  focuses  on: 

•  Technologies  and  solutions 
currently  available,  and 
being  developed,  that  are 
specifically  important  for 
financial  institutions. 

•  Real-world  examples 
of  how  successfully  these 
technologies  and  solutions 
link  with  the  business 
processes  and  corporate  goals. 

•  Insight  from  consultants/ 
thought  leaders  on  the 
management  issues  and 

challenges  encountered  with  implementation  of 
distributed  computing  in  this  business  industry. 
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The  Newsweekly  for  Information  Technology  Leaders 


Mergers.  Acquisitions.  Diversification.  It’s  all  part  of 
doing  business  today.  That’s  why  the  software  you  choose  is 
important.  Make  sure  it  will  help  you  adapt  to  change,  not 
stand  in  your  way. 

Some  software  is  not  designed  for  change.  Its  rigid 
structure  can’t  be  adjusted  easily.  Then  there’s  PeopleSoft. 
PeopleSoft  believes  change  is  not  only  inevitable,  but  can 
also  be  an  opportunity.  That’s  why  PeopleSoft  designed  its 
software  to  accommodate  change  quickly  and  easily. 

Only  PeopleSoft  offers  PeopleTools.  With  these 
unique  software  tools,  modifying  or  reorganizing  is  just 
a  matter  of  pointing  and  clicking.  Change  is  easy  because 


PeopleTools  eliminate  the  need  for  detailed  programming, 
armies  of  outside  experts,  or  vast  technical  knowledge. 
All  of  which  reduce  your  implementation  and  long-term 
maintenance  costs. 

And,  unlike  some  software,  PeopleSoft  is  portable,  so 
you  can  change  your  database  or  hardware  at  any  time. 

If  you  believe  in  embracing  change  rather  than  avoiding  it, 
perhaps  PeopleSoft  should  be  your  software.  You’ll  discover 
we  have  the  technology,  the  people,  and  the  commitment  it 
takes  to  make  that  belief  a  reality.  To  find 
out  more,  give  us  a  call  at  800-947-7753  or 
visit  us  at  www.peoplesoft.com. 


Enterprise  client/server  software  for  finance,  materials  management,  and  human  resources. 
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